CITY OF RIALTO
SINGLE AUDIT REPORT
JUNE 30, 2008

ENC L

Che-
H|13(09






CITY OF RIALTO
Single Audit Report
June 30, 2008
Table of Contents
Page(s)
Independent Auditor’s Report on Intemnal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance with Government Auditing Standards .............ccoooeor i 1
Independent Auditor’s Report on Compliance with Requirements Applicable to
Each Major Program, Internal Control Over Compliance and on the Schedule
of Expenditures of Federal Awards in Accordance with OMB Circular A-133 ... 3
Schedule of Expenditures of Federal AWArds ........couvveivveririinrimeee et 5
Notes to the Schedule of Expenditures of Federal Awards...........ccccoveiioniiiiininci e 6
Schedule of Findings and Questioned COStS ..o e 7
Schedule of Prior Year Audit FINGInEZS .. coeceeia ettt e ei et e smr e mae s esaeane 8







NEWPORT BEACH

1201 Dove Street, Suite 680
Newport Beach, CA 92660
949.221.0025

2

SACRAMENTO

MACIAS GINI & O'CONNELL wr

Certified Public Accountants & Management Consultants OAKLAND

WALNUT CREEK
LOS ANGELES

SAN MARCOS

The Honorable City Council
of the City of Rialto, California

5AN DIEGO

Independent Auditor’s Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Rialto, California as of and for
the year ended June 30, 2008, which collectively comprise the City’s basic financial statements, and have
issued our report thereon dated March 10, 2009. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards issued by the Comptroller General of the United

States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of Rialto’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
City’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the City’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or a combination of
control deficiencies, that adversely affects the City’s ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the City’s financial statements that is more than
inconsequential will not be prevented or detected by the City’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the City’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in the internal control
that might be significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as defined above.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Rialto’s basic financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the City of Rialto in a separate letter dated
March 10, 2009.

This report is intended solely for the information and use of the City Council, management and others
within the City of Rialto, and the City’s federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.
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Certified Public Accountants
Newport Beach, California
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The Honorable City Council
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Independent Auditor’s Report on Compliance with Requirements
Applicable to Each Major Program, Internal Control Over
Compliance and on the Schedule of Expenditures of Federal

Awards in Accordance with OMB Circular A-133

Compliance

We have audited the compliance of the City of Rialto with the types of compliance requirements described in
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to its major federal programs for the year ended June 30, 2008. The City’s major federal program is
identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regulations, contracts and grants applicable to its major
federal program is the responsibility of the City of Rialto’s management. Our responsibility is to express an
opinion on the City of Rialto’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about the
City of Rialto’s compliance with those requirements and performing such other procedures as we
considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination of the City of Rialto’s compliance with those
requirements.

In our opinion, the City complied, in all material respects, with the requirements referred to above that are
applicable to its major federal program for the year ended June 30, 2008.

Internal Control Over Compliance

The management of the City of Rialto is responsible for establishing and maintaining effective internal
control over compliance with the requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered the City of Rialto’s internal
control over compliance with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal
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control over compliance. Accordingly, we do not express an opinion on the effectiveness of the City’s
internal control over compliance.

A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance of a federal program on a timely
basis. A significant deficiency is a control deficiency, or a combination of control deficiencies, that
adversely affects the City’s ability to administer a federal program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal program that is more
than inconsequential will not be prevented or detected by the City’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the City’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses, as defined above.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Rialto as of and for the year
ended June 30, 2008, and have issued our report thereon dated March 10, 2009. Our audit was performed
for the purpose of forming our opinions on the financial statements that collectively comprise the City’s
basic financial statements. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by OMB Circular A-133 and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to
the basic financial statements taken as a whole.

This report is intended solely for the information and use of the City Council, management and others
within the City of Rialto, and the City’s federal awarding agencies and pass-through entities and is not
intended to be and should not be used by anyone other than these specified parties.
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Certified Public Accountants
Newport Beach, California

March 10, 2009




CITY OF RIALTO
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2008

Pass-through Entity

Federal Grantor/Pass-through Grantor CFDA  Identifying Number/ Federal
Program Title Number Grant Number Expenditures

U.S. Department of Housing and Urban Development
Direct Program:

Community Development Block Grant 14.218 B-04-MC-06-0571 $ 1,447,180
U.S. Department of Justice
Direct Programs:

Justice Assistance Grant 16.592  2007-DJ-BX-0295 91,710
Bullet Proof Vest Partnership Grant 16.607 3018985 4,046

COPS School Safety 2004 Congressional Earmark
Funds - PAL 16710  2004-CKWX-0296 18,735
114,491

U.S. Department of Transportation
Pass through the California Office of Traffic Safety:

Comprehensive Traffic Safety Program 20.600 PT0610 72,308
Sobriety Checkpoint Mini Grant 20.600 SC08342 5,000
77,308

U.S. Department of Homeland Security
Pass through the State Office of Emergency Services:

Homeland Security 2006 97.067 2004-45 43,752
Homeland Security 2007 97.067 2004-57 13,792
57,544

Homeland Security 2007 97.067 2005-15 10,119
67,663

U.S. Environmental Protection Agency
Direct Program:

Water Infrastructure Grant 66.606 XP-96937701-0 69,955
Total Expenditures of Federal Awards $ 1,776,597

See Accompanying Notes to the Schedule of Expenditures of Federal Awards.
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CITY OF RIALTO
Notes to Schedule of Expenditures of Federal Awards
June 30, 2008

Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) presents the
activity of all federal award programs of the City of Rialto, California (the City). The Schedule
includes federal awards received directly from federal agencies, as well as federal awards passed
through other agencies. The City’s reporting entity is defined in Note 1 to the City’s basic
financial statements. Because the Schedule presents only a selected portion of the operations of
the City, it is not intended to, and does not, present the financial position of the City.

The accompanying Schedule is presented on the modified-accrual basis of accounting. The
information in this Schedule is presented in accordance with the requirements of OMB Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations.

Subrecipients

Of the federal expenditures presented in the Schedule, the City provided federal awards to
subrecipeients as follows:

Program Title Provided Federal CFDA Number Amount

Community Development Block Grant 14.218 $ 181,874

Section 108 Loans

The City entered into a Section 108 loan for $3,060,000 during the fiscal year ended June 30.
2003. Semi-annual payments on the Sections 108 loan are made from interest earned on the
restricted loan investments and/or from Community Development Block Grant funds, and are
included in the federal expenditures for the Community Development Block Grant on the
Schedule. Principal and interest payments on this loan totaled $247,066 for the year ended June
30, 2008, which was paid from Community Development Block Grant funds. As of June 2008,
there is $182,726 of unspent Section 108 loan proceeds remaining. The balance outstanding on
the loan payable is $2,619,000 as of June 30, 2008.



CITY OF RIALTO
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008

Section I — Summary of Auditor’s Results

Financial statements:
Type of auditor’s report issued: Unqualified

Internal control over financial reporting;

e  Material weakness(es) identified? No
»  Significant deficiency(ies) identified not
considered to be material weaknesses? None Reported
¢  Noncompliance material to financial
statements noted? No
Federal Awards:

Internal control over major programs:

o Material weakness(es) identified? No
. Significant deficiency(ies) identified not
considered to be material weaknesses? None Reported

Type of auditor’s report issued on
compliance for major programs: Unqualified

Any audit findings disclosed that are
required to be reported in accordance

with OMB Circular A-133, Section 510(a)? No

Identification of major programs:

CFDA No. 14.218 Community Development Block Grant
Dollar threshold used to distinguish
between Type A and Type B programs: $300,000
Auditee qualified as low-risk auditee? Yes

Section II — Financial Statement Findings

None

Section IIT — Federal Award Findings and Questioned Costs

None




CITY OF RIALTO
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2008

There were no prior audit findings.



